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Asia and the Pacific faces a challenging external environment in 2012 with the 
world economy entering a second stage of the financial crisis. The slow growth 
of developed economies, and the impact of some of the measures to revive 
their economies, particularly loose monetary policies and trade protection, present 
persistent headwinds for the region. Slackening demand for the region’s exports 
from advanced economies and higher costs of capital are forecast to contribute to 
a further slowdown in growth to 6.5% in 2012. 

Despite the slowdown, Asia and the Pacific will continue to be the fastest growing 
region globally and an anchor of stability in the world economy. With its continued 
dynamism, the region has begun to play the role of a growth pole for other 
developing regions, such as Latin America and Africa, helping them to reduce 
their dependence on the low-growth developed economies as South-South trade 
becomes an important trend.

A critical challenge for the region is commodity price volatility, which continues to 
raise global concerns about inflation, hunger and poverty. This year has seen a 
renewed bout of oil price increases, while food prices have also stayed at close to 
record levels in many cases. The Survey argues that, in addition to price volatility, 
there is a long-term trend of rising commodity prices, which has long-lasting and 
deep consequences. The increases in the prices of oil and other commodities should 
be viewed against the backdrop of the strong and rising economic performance 
of emerging economies. Tight global supply coupled with financial speculation in 
the commodity markets, global liquidity and non-economic supply shocks, such as 
political instability in oil-producing countries, are likely to produce a “new normal” 
of persistent volatility and a long-term rise in commodity prices.
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The impact of the commodity boom will depend on the extent to which price 
shifts alter incentives within economies towards or away from diversification and 
structural transformation. Prices of primary products also soared during the industrial 
revolution, creating incentives for poor periphery countries to further specialize in 
primary products. This not only delayed their industrialization but gave rise to the 
great income divergence between core and periphery countries, much of which 
persists today. This time around, the dynamics are more complex but the asymmetric 
incentives resulting from the commodity boom again create long-term risks for 
increasing global divergence. 

As development in Asia and the Pacific remains buffeted by the crisis, increasing 
inequalities in the region have become a growing concern. Income inequality has 
increased strikingly in the region as a whole in recent years, with many of the major 
developing economies among those experiencing rises. Social progress in Asia and 
the Pacific has been hampered by increasing income inequality. Achievement of the 
health-related and educational aspects of human development, when adjusted for 
inequality, is considerably lower for many countries in the region, ranging from a 
potential loss in achievement of 10% to 30%. Another challenge is the inability of 
strong economic growth in the region to create adequate employment opportunities 
in the formal sector, especially for youth. As a result, more than one billion workers 
in Asia and the Pacific are in vulnerable employment. It is abundantly clear that the 
region must improve the quality of its growth to make it more inclusive of those 
who have been left behind.

To meet the challenges to the region’s progress, the good news is that most countries 
are in a favourable position to undertake a wide range of actions to stimulate and 
rebalance growth to make it more durable and better serve those most in need. 
An inclusive development path would be one that boosts new growth drivers by 
addressing the wide gaps in income and social progress in Asia and the Pacific. 
Widening disparities between countries make it ever more important for countries 
in the region to deepen their integration. The 2012 edition of the Survey outlines 
some of the pressing challenges facing the region and provides elements of the 
policy agenda for Asia-Pacific countries to achieve more resilient, inclusive and 
sustainable development to benefit our people and our planet.
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